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The Trade Slump, Its Cause and Cure 


[Arthur Kitson, president of the British Banking Reform League, a leading manufacturer of Stam- 
ford, England, whose views on deflation were published in the Manufacturers Record of January 6, sends 
us another article on the same subject, and in a separate letter writes: 

“‘As the present trade depression seems to be affecting all nations alike it would seem that there must 
be one single and distinct cause, and in my judgment that cause is none other than the suicidal policy 
which is being adopted by nearly all countries at the suggestion of the money lenders and their hirelings, 
the professional economists, viz., the deflation of currency and credit. 

“I am taking the liberty of enclosing a copy of an address that I delivered before the Birmingham 
Business Club last night. I hold the deflationists entirely responsible for the present trade depression 
which is creating unemployment universally. This policy has always precipitated the same disasters in 
every country where it has been the practice during the past century. I am glad to see you have given 
some space in your most interesting magazine to this discussion, and I am sending this with the hope that 
it may throw further light on the subject. I should be greatly obliged if you could spare me three copies 
of your issue of November containing the article by my friend Senator Owen. 

“Some of our bankers are making the assertion that America is not feeling the effects of this policy in 
the way that we are here, but, from the information I am receiving, I have come to the comelasion that 
you are having as bad a time as we are. Will the people never learn the lessons of history? Appar- 
ently the only way in which they can be taught anything is by the ‘calamity method.’ For the past five 
years I have been warning our Government and the Allies generally of what would happen after the war 
and the dangers that were in front of us by reason of the threats of the money-lenders to restore what they 
call the ‘good old gold standard’—one of the most stupendous frauds that the world has ever known.” 


The address :by Mr. Kitson outlines conditions in England exactly as we have them here, and from 
the same cause, viz., deflation, wi$ch has brought poverty to millions and well-nigh wrecked all property, 
but the international bankers and the Federal Reserve Board still cry all is well, when the truth is all is 
wrong for everybody except them and their deluded followers.—Editor Manufacturers Record. | 


By Artur Kitson: of Stamford, England, President the British Banking Reform League. 


The present trade slump is not an entirely surprising or unex- 
pected event to certain people. It had been predicted by two or 
three writers and economists, and particularly by certain finan- 
ciers more than a year ago, when business was booming and when 
there seemed a long period of prosperity before us. I myself ven- 
tured to prophesy over four years ago what might happen, but I 
made the fulfilment of this prophecy conditional upon the adoption 
of a certain financial policy, a policy which the great money- 
lenders were threatening to re-establish. Two or three professors 
also gave reasons why we must expect a long period of business 
disaster. But they, like their employers. the financiers. and like 
the boy who. having ignited the fuse of a firecracker. said there 
was soon going to be an explosion, were prophesying on what they 
knew to be a sure thing. Apart from these instances, it is both 
amusing and amazing to read the varied reasons offered by our 
journals—reasons which have no earthly connection with the sub- 
ject. We are told by one of our city editors that trade moves in 
cycles, and a period of trade depression is now overdue! Which 
reminds one of the anxious mother who said she feared there was 
something unnatural about her last child, as, unlike the others, it 
had never had the measles. Another writer says that wars are 
always succeeded by bad trade. and there is no use in worrying 
about it, and he leaves it at that. Another seeks to revive the late 
Profesor Jevons’ theory of sun spots. Jevons, you may remember, 
tried to show some connection between sun spots and bad harvests. 
And as the failure of the crops would unquestionably have an 
adverse influence upon trade in general, he hoped to place the 
blame upon the shoulders of Providence. 

Providence has no doubt a good deal to answer for, but it is not 
responsible for our foolish national politics and economics. And, 
unfortunately for Jevons’ theory, several of these periods of indus- 
trial depression have been those during which the harvests have 
been most abundant. Trade and commerce are created and con- 
trolled by human agencies, and for every economic or political 
event there is an economic or a political cause. Herbert Spencer 
once said that human intelligence is marked by our ability to 
detect causes, and if we apply this rule to our politicians, our 
press and our professors. we shall be compelled to regard them in 
the realm of economic science of a somewhat low order. These 
economic questions are regarded by the general public with both 
awe and superstititon—thanks to the foolish opinions offered by 
our newspapers. I maintain, and shall endeavor to prove, that the 
present trade slump was unnecessary and has been deliberately 
created by the Government's irrational policies, and I hold the 
present Chancellor of the Exchequer and his Treasury officials 
mainly responsible for the ruin and misery which the country is 
now beginning to experience. I contend that the Government has 


the means and power to stop the slump from going any farther. 


and can, by reversing their policy. restore our trade to its former 
prosperous condition. 

Let us first inquire whether there was anything connected with 
our industrial and trade conditions after peace was declared likely 
to lead to our present disasters. There are three prime factors 
essential for trade prosperity: ‘The first is a great demand for 
goods. The second is the means for manufacturing, producing 
and supplying such goods, and the third is the necessary means of 
exchange to enable those desiring goods to purchase them. In 
other words, these three factors are demand, supply and credit. 
Wars usually create an enormous demand for the replacement of 
property destroyed. Periods succeeding wars, far from being 
periods of trade depression, ought logically to be periods of trade 
revival and prosperity. The war that we have just experienced 
has left the world poorer in many respects, and we know that there 
has been. and there still is. an enormous unsatisfied demand for 
commodities of every description. We have only to consider the 
housing question or the question of clothing, the food supplies and 
the supply of a thousand and one articles of manufacture which 
the public require, to realize that, so far as the public necessities 
are concerned, there is every reason why business should be in a 
very prosperous condition. For demand is the parent of industry. 
So far as this factor is concerned, there is certainly no reason for 
the trade slump. 

Let us look on the other side. and see how matters stand in 
regard to the factors of production. First we have labor. In 
spite of the unrest in labor circles, there is a crying demand for 
work on the part of thousands, and the percentage of unemployed 
has risen during the last few months to an enormous extent. 
During the war we had practically no involuntary idleness. Every- 
body who wanted work could get it. So long as the main business 
of the world was the destruction of life and property, there seemed 
to be no dearth of willing hands and there was employment for 
all; but now that we have entered a period of reconstruction—of 
recreating wealth—our whole political and economic system seems 
to fail us. The cause of the trade slump is, therefore, not due to 
labor. I admit that the continued unrest and the cry for higher 
and higher wages does to a certain degree unsettle conditions and 
prevent that continued progress which is necessary for maintaining 
trade prosperity. But, in my opinion, this unrest is itself a result 
of the main cause of this trade depression. 

Another factor in production is raw material, or what in eco- 
nomics is called “the land,” and here nature has certainly not 
rebelled. We have only to plant the seed and to till the soil, as 
in previous years, to get abundant harvests, and we have only to 
dig into the earth in order to extract the necessary metals, coal 
and minerals essential] for the manufacture of all kinds of products. 

Another factor is capital. Here again there is certainly no 
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shortage sufficient to cause depression in business. On the con- 
trary, capital—in the form of machinery, tools and plant—is 
actually rotting for lack of employment. It has become the 
fashion for some writers to explain present events by saying that 
as a nation we are very much poorer than we were prior to the 
war. and that we have been living on our capital. This statement 
is not wholly true. In fact, it is in the main entirely false. By 
capital we usually mean the means of production, i. e., the means 
that have been created by labor and raw material. Now. it is a 
fact that not only were we able to carry on the war during those 
four critical years, but that during that period we built up numer- 
ous gigantic works, and the majority of those that were in exist- 
ence prior to the war were greatly extended. We increased the 
number of our machines, lathes, looms, tools, etc., so that when 
the war ended we were able to turn out a far greater voiume of 
goods than at any period in our history, and those who talk about 
the war having brought us to the verge of bankruptcy are talking 
nonsense. Not only did we wage a war in which we lost hundreds 
of thousands of precious lives and blew away hundreds of millions 
of pounds’ worth of munitions and carried on a work of destruc- 
tion to a terrible degree, but we actually paid for the war during 
the period of the war! The debts with which we are now bur- 
dened are solely due to the ridiculous and insane financial policy 
that was pursued by our ignorant rulers. Owing to the fact that 
our financial system is based upon the most childish theories and 
upon fallacies which have been again and again exposed, we find 
ourselves today burdened with a colossal debt due mainly to a 
number of our own people who were invited to exchange their in- 
ferior credit for the far superior national credit. and upyn which 
our generous Government agreed to pay interest charges ! 

I have already shown (in “A Fraudulent Standard’) how the 
war might have been financed without incurring this huge debt, 
and so have avoided these appalling interest charges. Itnvestiga- 
tion proves that so far as the factors of production are concerned, 
and so far as the demand for goods is concerned. there is not the 
slightest reason why the present slump in trade should have oc- 
curred. Where, then, is the trouble? Modern industry has been 
made to depend not only upon the factors that we have already 
mentioned. but upon another, namely, the factor of credit which 
enters into exchange. Every business today is based upon the 
credit which its owners can command, and this has to be estab- 
lished with some banking-house. Hence any injury to credit af- 
fects the whole economic structure. We do business as long as the 
money holds out. Money or credit (which is practically the same 
thing) may be likened to the water that flows through a canal 
and which carries vessels from one place to another. Similarly, 
credit causes the flow of goods from one part of the country to 
another. and when credit gets scarce, it is like the water in the 
canal running out so that the vessels are stranded. Scarcely had 
the war ceased when certain financiers started an agitation against 
our paper currency. which had enabled us to carry on successfully 
the war and to maintain our industries, and they were determined 
to reduce the volume of currency. Owing to the general ignorance 
on this subject. they were able to impose their ideas upon the press 
and to make the professors of the universities “toe the mark” and 
enlist their services on behalf of these financiers. For a short time 
the Chancellor of the Exchequer seemed to be able to keep himself 
free from their pernicious influence, but it appears that ulti- 
mately. with the connivance of the treasury and inland revenue 
officials and under the influence of certain bankers and professors, 
Mr. Chamberlain allowed himself to be driven to the adoption of 
their policy. 

In a recent address Mr. Chamberlain spoke as follows: 

“That brings me to the fact that I require co-operation in every 
quarter in order to maintain the policy, on which the Government 
has set its heart, of first stopping further inflation and then 
beginning gradually to deflate. I need the co-operation of the 
financial community. What has happened is that as fast as I have 
stopped creating credit they have been creating credit, and that the 
extent of the advances made to trade and to private individuals 
is such as to endanger and to reduce the amount of Treasury bills. 
I cannot view without some concern the extraordinary expansion 
of business in the promotion of companies. If I was sure that all 
this money really resulted in increased production, I should find 
some consolation, but I am convinced that the time has come when 
a part of it only creates increased competition for the limited sup- 
plies of labor and material which are all that are available.” 

sind his only remedy for this speculation is to ruin trade and 











industry indiscriminately and throw thousands of workers on the 
street to beg or starve; 

This is the policy that some of us foresaw would be attempted 
by the money-lending interests, and it is this same policy which 
has been pursued after every war. and which, I maintain. is the — 
real cause of these periodical trade slumps. Had the Government 
carried out its original promises, had it resisted the demands 
of the usurers, and had the banks continued to support industry 
as they did during the war, the present condition of affairs would 
never have happened. Now, let me read you a few extracts from 
a work I wrote in 1916, and which was published under the title 
of “A Fraudulent Standard” 


Introducticn and a Warning. 


“The basis upon which all our industries, trade and commerce 
are conducted is the legally established ‘standard of value’ repre- 
sented by the golden sovereign or ‘pound,’ which is supposed to 
‘measure’ the value of all labor products. 

“As will hereinafter be shown, this ‘standard’ is founded upon 
a most egregious fallacy, and although it occupies a position in 
the domain of trade of similar importance to that of the standards 
of length. weight and capacity in the industrial world, unlike them, 
it igs extremely variable, and purposely made so by the great finan- 
ciers of this and foreign countries. who are able to juggle with 
prices to an almost unlimited extent, and by so doing renp enor- 
mous fortunes from the producing classes. It has placed the for- 
tunes of all engaged in trade and industry wholly at the mercy 
of the world’s money dealers. These men exercise. by means of 
the legal privileges accorded to gold and the banking profession, 
far greater influence over economic conditions than any potentate, 
ruler or government. They have the power to stimulate industrial 
prosperity, and to destroy it by increasing or diminishing the 
available gold or currency supplies, as well as by the mere manipu- 
lation of credit. They are the world’s real autocrats. 

“Just now a few of their number are contemplating the most 
gigantic ‘deal’ that has probably ever been conceived, and one 
which, if perpetrated by any other class of the community, even 
on a very much smaller scale, would be denounced as barefaced 
robbery. 

“And it is in regard to this projected crime particularly that I 
desire immediately to sound a note of warning to the British 
public as well as to those of all our Allies engaged in the present 
war. This ‘deal’ is nothing less than doubling the national, and, 
incidentally, all other debts by doubling the present value of our 
monetary units! 

“The object of this is to double the value of, their war loan 
investments. regardless of the terribly disastrous industrial and 
social results which must ensue. This robbery will be accom- 
plished, if it is not checked in time by public sentiment, 1n a per- 
fectly legal manner by a complacent Chancellor under the guise 
of a measure for the public welfare, for the sole purpose of remov- 
ing ‘inflation’ and reducing prices which have risen mainly 
through the creation of the very currency and credit constituting 
the war loans. The measure will aim at restoring what the money 
dealers term our ‘good, sound, honest gold currency’ by destroying 
the Treasury notes and reducing bank credit to its pre-war propor- 
tions. The effect will natually be to double the purchasing power 
of the pound at the expense of every wage-earner, producer, mer- 
chant, manufacturer, tradesman and taxpayer in the couutry. 

“The great banking and financial companies that have invested 
large sums in the war loans will thus, by the mere stroke of the 
pen, enormously add to their fortunes without any further ex- 
pense or effort on their part: 

‘‘Let us, however, clearly understand what this conspiracy means 
to our social and industrial conditions. You cannot increase the 
purchasing power of money without decreasing the value of all 
goods and services proportionately. If the money-lenders are 
granted their demands for the ‘dear’ pound, the merchant, the 
manufacturer, the farmer, the wage-earner, will all be compelled 
to sacrifice the value of their goods and services to a similar 
extent. 

“If the gold currency is restored and prices put back to where 
they were four or five years ago, wages will have to go down with 
them. 

“You cannot reduce prices generally, as certain politicians are 
urging, and retain the same banking facilities and the same cur- 
rency circulation. Now, mark what will inevitably follow such an 
attempt: To reduce prices you must reduce the volume of the 
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currency, including bank credit. This means reducing banking ac- 
commodations, overdrafts, loans, etc., and consequently curtailing 
trade and depressing industry. It means reducing employment 
and both wages and salaries. This will add to the depression by 
reducing still further the-demand for goods, since the wage-earners 
are the great consuming classes, and if you reduce their wages you 
reduce their power of purchasing commodities: in short, reducing 
prices, or what is the same thing, raising the value of money, 
means trade depression, lockouts, strikes, emigration, starvation. 
pauperism, riots, with the possibility of civil war! 

“The crime proposed is not a novel one. It has been perpe- 
trated in all countries, usually during their most serious crises. 
Moreover, the men who do these things are usually the pillars of 
society, whose names figure in the highest circles, who support 
many of our national charities, and after plunging hundreds of 
thousands into social want and misery, ease their consciences by 
donating a mere fraction of their ill-gotten gains to some church, 
hospital or orphan asylum! 


“At present the country is indignant over the disclosures regard- 
ing profiteering. But the fortunes made by all the shipowners 
and, commodity merchants since the war started are a mere pit- 
tance compared to the profits which the financial magnates will 
win by raising the value of the monetary pound. 


“It may be asked. ‘Will not the Government and Parliament, 
particularly, .watch the people’s interests and protect them from 
this threatened financial raid? : 

“The answer is that neither Parliament nor the Government 
will move a finger to save the public unless the public nrotest is 
made so effective as to engender fear in the minds.of the majority 
of the members. This is not so much the result of corruption or 
any lack of honesty on the part of the average politician, as to his 
incredible inertia. 


“When the opening of the great conflict suddenly rent the veil 
which had served to hide the truth from the British public, it 
brought us all to the realization of our two greatest dangers, the 
one foreign and the other domestic. 

“The former was our mortal enemy, with the organized and 
well-drilled hatred, ambition and unscrupulousness of his 70,000.- 
000 subjects under the leadership of a clever, cunning, blood- 
thirsty fiend utterly devoid of any moral or humane sentiment! 

“The other was the lofty and appalling conceit, ignorance, in- 
efficiency and apathy of our so-called governing classes, comprising 
all shades of party politics And of these two, the latter will most 
probably prove to have been the more dangerous and costly in the 
long run.” 


How literally these predictions are being fulfilled may be seen 
from the events that are now happening. 

The same events are now happening in America, and from the 
same cause. Only last week I received a letter from a friend in 
one of the Western States, in which he writes as follows: 

“The deflation advocated by our financiers and professors has 
been perpetrated to a considerable degree, and in this region there 
is almost no money at all. And this is probably the richest farm- 
ing area in America. The banks have refused credit to almost all 
farmers, regardless of their solvency, since June. just at the season 
when expansion of credit has been urgently needed for harvesting 
and moving crops. This contraction has been exaggerated by a 
suit by the Associated Mortgage Banks against the Federal Re- 
serve Farm Loan Banks, by which the farm loans at 514 per cent 
were stopped. The regular banks and mortgage companies don’t 
like competition at 514 per cent, the regular bank interest here 
being 10 per cent. : 

“Professor Kemmerer*® et al. consider the welfare of the people 
of much less importance than maintaining a certain large percent- 
age of gold reserve, and while predicting an indefinite period of 
depression as a consequence of deflation. yet hold deflation neces- 
sary. In writing to him on Sunday I expressed surprise that 
with a clear realization of the awful results of credit contraction, 
he could approve of it. I held that such a measure is wholesale 
murder and much worse, as it always dooms thousands of men 
and women to suicide, hundreds of thousands of women to prosti- 
tution, transformg multitudes of home-owners into tenants and 
tramps, wipes out the savings of old people, adding them to the 
army of paupers, and brings about an appalling aggregate of 





* Professor of econamics at Prineeton, N. J... and a strong advocate 
of deflstion, 


human misery! And that there is absolutely no excuse for it, as 
the paper money of this country is absolutely inconvertible; no- 
body can obtain gold coin for even a gold certificate, which is a 
warehouse receipt; gold has gone out of commission as money, 
apd the people at large have no use for it, wouldn’t buy it if they 
had the money. so the gold in cold storage is immune from them. 
The only parties who ever loot the national reserves are the 
financial concerns that profess most pious concern for their main- 
tenance. Instead of destroying the country on the pretense of 
protecting the gold, it should be just as easy here as in France 
to refuse gold to would-be looters.” 


Precisely the same deflation policy is being pursued in India, 
Africa and in Australia, and with similar results. The Times of 
India actually boasts of this policy, which means indnetrial ruin 
and revolution. 


The following is from the Daily Mail: 


“The Times of Indian. in comparing the financial strength of the 
country with that of other countries lays more stress on the actrious 
ness of the problem which the latter have to face in the volume of the 
paper currency, unsecured otherwise than on the general credit of 
the State. Since the war, it ia claimed, the Indian paper currency 
has ‘returned to a state of health to which we know no parallel in 
uny of the belligerent States, After drawing attention to the decrease 
of the clreulntion and the {nerease in the metallic reserve, the journal 
continues: ‘These are grent and welcome changes: they indicate a 
Anancial strength in relation to the paper currency which the strong- 
est and wealthiert State might envy." 

What have been the results of these financial changes which the 
Times of India welcomes so vociferously? The public of India are 
reducing their demands for goods and orders sent to this country 
are being cancelled wholesale. The Indian docks are glutted with 
goods which the natives are unable to take through refusal of the 
banks to supply further credit. Unemployment is general, trade 
is depressed and revolution is in sight! And this is the saiune com- 


plaint we are receiving from all our colonies! 


What excuse do these so-called deflationists offer for their mad 
policy? They tell us that high prices are wholly the result of our 
paper currency. They tell us that our currency has become inflated 
during the war, and that if we want to have prices down to a 
normal scale, we must reduce the volume of the purchasing power 
pf the people. The money that was issued during the war was 
absolutely essential to carry on the manufactures of the country. 
and particularly the supply of munitions. A man who makes 
shells and guns has to be paid his weekly wage precisely the same 
as the man who makes saucepans, kettles or lamps for household 
use. It takes just as much currency to finance the munitions of 
war as it does the munitions of peace. But there is this difference, 
that when you have manufactured your war munitions you send 
them away and destroy them so that you have nothing to repre- 
sent the money which was used in making them except the smoke 
of battle. On the other hand, when you make the munitions of 
peace, you have substantial wealth to represent the wages paid. 
Consequently, the currency that is used for making munitions of 
war does tend necessarily to raise the scale of prices of: ordinary 
commodities. But what other method could you adopt for carry- 
ing on a war? If we had not resorted to paper money we could 
not have made munitions, and we should today have been under 
the control of Germany! The money that was so issued for muni- 
tions was paid for in labor and material, and necessarily became 
a debt, and this debt is represented by the increase in the scale of 
prices. But you cannot get rid of this without doing injustice to 
millions, and this proposal to deflate the currency is nothing more 
than a repudiation on the part of the Government of the debt 
which is due to the producing classes and to the .working classes 
particularly. 


But is it really true today that our currency is inflated? What 
is currency inflation? It means an oversupply of general purchas- 
ing power. It means that the facilities for purchasing goods are 
greater than the quantity of goods available and the means for 
producing goods themselves. Is this true? Supposing someone 
were to tell you that there was an inflation of the sugar supplies. 
How would you disprove this statement? Naturally by pointing 
to the present price of sugar and to confectionery in which the 
supply of sugar enters very largely. Apply the same test to the 
currency and .to credit. If there was an oversupply of currency. 
the rate‘of interest would be low. and it would be comparatively 
easy to get thoney. Instead of this, it is a fact that the rate at 
which money’ is loaned today is higher than it has been for a cen- 
tury, with but one or two slight exceptions. Indeed, we are paying 
more for our money today than our forefathers did 150 years ago. 
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Ask the average merchant and manufacturer what troubles him 
most today, and he will tell you that it is the lack of credit facili- 
ties and the difficulty of collecting accounts, and this has been the 
case for some months past, and it is getting worse. If credit were 
easier and cheaper, far more goods would be turned out than is 
now possible. And the value of the goods would exceed the nom- 
inal value of the credit necessary for their production. And by 
such increase in production we should soon see a gradual fall in 
prices—the only safe and rational method for “deflating” the price 
level. Is it not a fact that the hardest problem that the country 
has to face at the present time is how to raise money? And yet, 
we have professors and financial writers coolly telling us that our 
currency is inflated and that the supplies must be contracted! 
One wonders with what form of lunacy these men have become 
afflicted ! 


Of course, this deflation policy hits all classes except the money- 
lenders and the salaried people, who gain by the increase in the 
value of their money and credit, and this is the real object of the 
deflation movement. It is one of the most infamous examples of 
wholesale robbery on record, for it means that with the deflation 
of currency every debt incurred during the war is inflated. Every 
pound that was borrowed during the war, whether by the Govern- 
ment or by individuals. and which is still owing, is being inflated 
by the deflationists. Take, for example, the war loan and the 
national debt, which now amounts to over £7,000.000,000. This 
debt was incurred in what the deflationists call ‘cheap pounds.” 
They tell us that our present pound is worth only 8 shillings of 
the pre-war pound. If this is so, then in repaying the debt and 
in paying interest on the loans, the taxpayers should cnly pay 
pounds of the same value as those borrowed, but the money-lenders 
are not satisfied with this. They tellus that we must revert to 
our gold standard so as to raise the value of the pound to 20 
shillings, the result being that those who lent money to the Gov- 
ernment and bought war bonds are to receive not merely the inter- 
est agreed upon, but they are to be actually paid pounds worth 
two and a half times those with which they bought these bonds! 
This is the game that is being quietly but persistently played by 
the great financiers. This is the swindle which our press, like 
the Times, the Daily Mail. the Morning Post, the financial press, 
the professors and our politicians are supporting ! 


It means that in place of repaying the debt according to the 
dictates of justice and fairness, the taxpayers of this country 
are to be swindled to the extent of more than double the amount 
that the Government borrowed! The same applies to debts in- 
curred and loans contracted by business firms and private indi- 
viduals during the war It includes debentures., mortgages and 
all similar forms of indebtedness. It means that if a man bor- 
rowed a sum equivalent to one year’s labor, he will have to give 
from two to three years of his labor to repay it, in addition to 
the interest charges. This policy is being pursued not only in 
this country, but throughout the world, and this is the policy that 
has always been pursued by what is called “high finance.” And 
it will create universal failures and bankruptcies. It will mean 
the downfall of this country. This policy was pursued after the 
Napoleonic Wars through the connivance of the head of Lloyds 
Bank, the notorious Lord Overstone. He amassed a vast fortune 
out of the misfortunes that he was able to inflict upon the country 
through the ignorance of Sir Robert Peel, who was then’ Prime 
Minister. It was pursued by the American and European finan- 
ciers after the American Civil War, so that the American people 
actually paid their war debt three and four times over, apart from 
the interest charges through .the deflation policy pursued by the 
connivance of the American politicians. 


I do not wish to insinuate that all the officials and ministers 
who are responsible for this policy are knowingly perpetrating 
this gigantic fraud on the public. I believe that many of them are 
absolutely ignorant of the effects of their policy. 


A story is told of Disraeli during his term as Prime Minister. 
When asked by the late Lord Rosslyn whether he did not have 
great difficulty in selecting a suitable man for the office of Chan- 
cellor of the Exchequer, replied that that was the easiest office of 
all to fill. Hesaid: ‘All I have to do is to select a man who is 
very ignorant and has a bad temper.’ He added: “He must 
necessarily have a bad temper so as to be able to say ‘No’ to the 
numerous applications made him for money, and he must also re- 
main ignorant of finance, otherwise he might do his thinking for 
himself and so upset his department.chiefs.’ This was not a mere 


fanciful description of the qualities that our Chancellors have 
possessed. On the contrary, it is a very accurate description of 
the majority of them. And this is the terrible danger that we are 
in today, namely, the appalling ignorance of our Government offi- 
cials who have control of our finance and of our trade policy. 
Sir Robert Peel was regarded by his own father as a “financial 
lunatic,”” and, judging from some of his correspondence, it is 
evident that he had grave doubts regarding the wisdom of his 
financial policy, and particularly of his Bank Charter Act of 1844. 


It is related of one of our recent pre-war Chancellors that dur- 
ing a meeting of the City Bankers he told them it was his ambi- 
tion to raise British credit to the highest point. “I want,’’ he 
said, “to raise our credit to 5 per cent and keep it there.” Notic- 
ing a smile on the faces of the bankers, he asked if there was 
anything impossible in his statement. He was then informed that 
British credit was already much higher; that it was not even 4 
per cent. “That,” said the Chancellor, “is what I complain of. I 
want to raise it to 5 per cent!” 


In the hands of men of this character, how is it possible to have 
anything like a sound system of finance? { maintain that the 
trouble with trade at the present time and the main cause of the 
trade slump throughout the world is the contraction of the cur- 
rency and of credit, which is being carried out at the instigation 
of the money-lenders! And unless the business men of this coun- 
try combine to put a stop to it. we shall have a long period of 
industrial stagnation, with bankruptcies, ruin and social misery! 


We have been told by certain “authorities” that we must retrace 
our steps and go back to our pre-war conditions in order to get 
trade into its normal channels What was the condition of affairs 
prior to the war? We had millions of people on the verge of 
starvation: unemployment was rife; our banks were supporting 
and building up German industries which were crippling British 
industries. Our home industries were neglected, whilst foreign 
investments were sought after, and the best use that we could 
make of our young people was to send them either to our colonies 
or to America. Germany was undermining us in every direction, 
and, as Professor Houser says in his well-known work, entitled 
“Germany’s Commercial Grip on the World,” if Germany had’ 
only pursued her policy of peaceful penetration the wealth of the 
British Empire and of the world would have been within her grasp 
within the next 20 years! 


Mr. Lloyd George and his Government are very much like a 
railway directorate who, by changing their engine drivers and 
stokers, try to make the public think they are going to take them 
to a new country whilst running them over the same old railroad 
tracks. A mere change of locomotive drivers does not effect any 
change in the route. The Government has set up scores of com- 
mittees to inquire into the industrial situation after the war, and 
the men put on these commissions have had little or no :magina- 
tion whatever, and their ideas and ideals are merely those of pre- 
war times. For instance, in the matter of finance. The men 
chosen to advise the Government are bankers and money-lenders 
who are quite satisfied with pre-war conditions. They could ask 
nothing better than the conditions prevailing at the time which 
placed the whole of the country's industries at their mercy Why 
should they seek to alter conditions? Similarly in other depart- 
ments. The men who are most interested in preventing any 
change are the men that Mr. Lloyd George seems to have selected 
as his advisers. Is it any wonger that we have all this labor 
unrest and disappointment? 


There is one remedy for the present trade slump—a remedy 
which would prove instantly effective. If the Government will 
announce that it is prepared to. support the banks-.and to advise 
the banks to support industry by offering credit facilities to all 
sound industrial enterprises. and to refuse -¢redit to .sneculators 
and gamblers; if they, will instruct them to carry out the sacred 
promises they have made to accept war bonds as a basis for credit 
up to.90 per cent of their full face value, the present trade depres- 
sion would instantly cease and we should have a revival of that 
prosperity which we had a year ago. But what about prices? 
Would not prices continue to advance? The Government would 
be quite justified in fixing a limit to prices in every industry, as 
it has done in connection with various food supplies. There is no 
reason at all why the Government should not. after proper con- 
sultation with the leaders of industry, set a limit which would save 
the country from further exorbitant charges. Ags soon as industry 
had overtaken the demand for commodities, the trend of prices up- 
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ward would cease and would commence to go down. This is the 
true remedy for high prices, namely, to increase the supplies of 
commodities. But even if prices are not fixed by the Government, 
is it not infinitely better for a country to suffer from a high price 
level than for millions to be engulfed in misery and starvation and 
run the risk of revolution and bolshevism. for this is the danger 
to which we are now exposed? The workingman of this country 
will never consent to go through another such period as the “hun- 


gry forties.” which was the direct result of the same policy of 
deflation pursued under Sir Robert Peel. 


Those who have read the Gemini Letters, which were published 
at the time of the great industrial crisis in the thirties and forties, 
will remember that what were known as the Birmingham Econo- 
mists attributed the whole of the social and industrial evils of that 
time to the policy of deflation, and it is astonishing that the people 
of Birmingham should turn a deaf ear to the gospel that was so 
eloquently preached at that time. It should also be remembered 
that these periods of depression do not last merely two or three 
years. When our politicians talk of “retracing our steps,” have 
they considered the time that it will take for trade and industry 
to regain their normal conditions? <A deflation period, with its 
disastrous effects, started about 1819 and continued without inter- 
tuption until 1850, a period of about 30 years. and it was due to 
the discoveries of gold in Australia and California which per- 
mitted the increase in the currency. and therefore in credit, that 
eaved England at that time from perishing as an industrial power. 
The same thing happened in America after the Civil War. The 
insane deflationists created a period of industrial misery and stag- 
nation that lasted from 1870 until 1897. 


If our present financial and trade policy is pursued, even 
though we escape the horrors of a revolution, we shall not recover 
our industrial position under 25 or 30 years. Is this an experience 
that any sane man can look forward to without a shudder? 


There is another side of this question which should not be over- 
looked, and that is the moral issue. Today we are employing both 
the military and the police to track down a gang of incendiaries 
and assassins who have been terrorizing the inhabitants of our 
unfortunate sister island. The men who have instigated this 
policy of terrorism are said by their admirers to be men of 
high ideals whose aim is the political freedom of their country- 
men. But whatever their ideals and ultimate objects may be, 
the law rightly judges them by their acticns and makes them 
responsible for the effects of their teachings. If the same 
law were applied to our politicians, financiers, journalists and 
economic professors, a number of well-known public men 
would today be awaiting their trial in the criminal court for 
conspiracy against the public welfare. Indeed, if we judge 
the magnitude of a crime by its results, we must pronounce 
a policy which reduces millions of people to penury, which 
bankrupts thousands, drives scores to suicide and thousands 
more to lives of shame and endangers the safety of an 
Empire is an infinitely greater crime than anything now 
being witnessed in Ireland. The policy of currency deflation 
is one of starvation, of murder, of incendiarism, of industrial 
ruin and social misery! “You take my house when you do 
take the prop that doth sustain my house; you take my life 
when you do take the means whereby | live!’’ “I am not 
looking for a crash,” said Professor Kemmerer of Princeton 
University, one of the great American deflationists, ‘‘] am 
looking for a long period of trade depression!’’ Knowing, 
as that professor evidently does, the terrible effects of the 
policy he ie so strenuously advocating, I say that he and all 
others engaged in the same wicked task ought to be charged 
with criminal conspiracy and held responsible for the dis- 
asters and crimes which their teachings are now breeding and 
which will presently ripen into action. Deflation, like bol- 
shevism, spells anarchy. ‘The children born of it are fire 
and sword, red ruin, and the breaking up of law.” It is the 
patriotic duty of every good citizen to fight this suicidal policy 
to the bitter end! 


The joint meeting of the Georgia Bankers’ Association and the 
Country Bankers’ Association of Georgia will be held in Macon 
the latter part of March. The convention, which is an annual 
affair, is called two months earlier this year in order to formulate 
action for meeting pressing problems that call for unified programs. 


England Striving to Evolve System of Export Credits. 


London. England, February 4—[Special.]—According to the 
American Chamber of Commerce in London, the British Govern- 
ment is formulating a scheme to facilitate trade with European 
countries by means of a credit insurance arrangement, and, in 
order to discuss their proposals, recently called a special confer- 
ence of bankers, insurance companies and accenting houses, when 
it was decided that a committee representing the bankers and ac- 
cepting houses should be formed. 


Starting from the assumption that the insurance of credits ig 
necessary and desirable in order to assist the development cf trade, 
the committee will examine the details of a scheme for establishing 
such a system on a proper commercial basis. The scheme will be 
a joint one, in which the Government, the bankers and insurance 
companies will share in certain proportions the profits or losses, 
as the case may be. 


Another scheme which is attracting favorable attention, says 
the ‘American Chamber, is that of Sir Edward Mountain, a di- 
rector of the Eagle, Star & British Dominions Insurance Co. It 
is claimed for this scheme that it could be put into operation 
almost immediately. and would quickly start trade going and would 
have a very beneficial effect on the exchanges. 


This scheme proposes that a syndicate composed of all leading 
banks and insurance companies should be formed. and that the 
Government should allocate £13,000,000 out of the £26.000,000 
already set aside for export credit, to be used as a fund with which 
to guarantee the members of the syndicate against ultimate loss, 
the syndicate to take any profit which might be made out of the 
insurance transactions and pay all expenses of carrying on. If 
the Government accepts the proposal, similar syndicates would be 
formed in countries such as Roumania, Serbia, Austria, etc., con- 
sisting of leading bankers who would give their guarantee for 
what it is worth to the British syndicate. 


It is claimed. says the American Chamber, that the £26.000,000 
allocated by the Government could be used to better advantage 
than at present, since the total advances actually made from the 
fund from September, 1919, to December, 1920, reached only 
£137,785, which seems to point to the fact that the Government 
scheme is being utilized to a remarkably small extent. 


for North Carolina 
Institutions. 


Raleigh, N. C., February 27—[Special.]---The Legislature of 
North Carolina, among the “big business” of the closing days of 
the session, made provision for the State institutions during the 
next two years totaling $5,730,000 for buildings and improve- 
ments. The State University leads with $990,000; then comes 
the State College for Women, at Greensboro, with $585,000, of 
which $35,000 is for teachers’ homes: State College of Agricul- 
ture and Engineering, at Raleigh, $550,000; State School for the 
Deaf, at Morganton, $20.000; State School for the White Blind, 
at Raleigh, $250,000, in addition to $125,000 unexpended from 
previous appropriation; State Reform School for Girls, at 
Samarcand, $165,000; Stonewall Jackson Reform School for 
Boys, at Concord, $140,000; Caswell Training School for the 
Feeble-Minded, at Kinston, $230,000; East Carolina Teachers’ 
Training School, at Greenville, $325,000; State normal schools 
for negroes at Elizabeth City, Fayetteville and Winston-Salem, 
a total of $400,000; State Reformatory for Negro Boys, $25,000. 
All these are educational institutions. 


Big Appropriations State 


For the hospitals for the insane, for buildings and improve- 
nents, the appropriation for the same period are: (‘entral Hos- 
pital, at Raleigh, $765,000, to provide a building for 850 paticnts; 
Western Hospital, at Morganton, $150,000: Negro Hospital. at 
Goldsboro, $300,000; State Tuberculosis Sanitarium, at Moutrose, 
$130,000; Orthopedic Hospital, at Gastonia, $100,000; for an 
Agricultural Department building at Raleigh, $75,000, in addition 
to $250,000. previously appropriated: for the Corfederate Sol - 
diers’ Home, at Raleigh, $35,000. 


The C. L. C. Thomas Warehouse of Atlanta, Ga., is the first 
to be bonded and licensed under the United States Warehouse 
Act, according to John M. Bell, manager of the warehouse. It 
has a storage capacity of 8000 bales of cotton. 
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THE FACTS vs. SOMETHING ELSE 


As members and agents of the Federal Reserve System are moving Heaven and 
earth—or should we substitute another word for Heaven ?—through speeches and in other 
ways, to deny that there has been any deflation of credit, it may be well to repeat from 
our issue of November 11, 1920, the following: | 

“In circular letter No. 94, issued on December 20, 1919, to all member banks, the Fed- 
eral Reserve Bank of Richmond said: 

“ ‘Our present task, therefore, is to roceed with the deflation of credits as rapidly 
and as systematically as possible.’ 

“On April 26 circular-letter No. 95 to member banks said: 

““ ‘It is a recognized function of the Federal Reserve System to exercise control over 
the volume of credit and currency. * * * 

| 
! 


| 
‘‘ ‘It is recognized to be unsafe to go further with commodity prices at such a danger- 
i 





ous height. * * * 


“ ‘If all the banks in this district will earnestly and conscientiously endeavor to limit 
credits to necessary activities for production purposes, insist that the burden of carrying 
loans on Government securities shall be gradually assumed by subscribers, etc.’ 

“The circular-letter of June 21 said: 


‘‘ ‘Immediately upon the passage of the amendment we issued our Circular No. 95, in 





which we expressed the belief that if all banks : in this district would earnestly and con- 
scientiously endeavor to limit credits. * * 

‘* “We have sent out information intend * to enable all member banks, and particu- 
larly those borrowing rather heavily from us, to co-operate with us intelligently for the 
conservation of credit.’ 

“On August 24 the circular-letter said: 

““*We had been conducting a campaign for the conservation of credit for more than 
a year. * * 

‘“* “If we can all pull together, however, for a while longer and continue to exercise 
the greatest possible care in the granting of further credits, etc.’ 

, “On September 23 the circular-letter to member banks said: 
| ‘* ‘It is in our opinion more important than ever that great conservation should be used 
in granting of credit, etc.’ ” 

When any of our readers hear the statement that there was no deflation of credit 
last year by the Federal Reserve System, which is being repeated over and over  . 
again in speeches, we suggest that they read to the speaker and his audience all of the SS 
foregoing. It will amuse the audience, even if it does not amuse the speaker. 
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WE CAN TAKE HEART AND GO FORWARD. 


HE two decisions rendered by the Supreme Court on 

Monday will be productive of vast benefit to the busi- 
ness interests of the country. The decision in favor of the 
Farm Loan banks will open up a very broad field for the 
assistance of the agricultural interests of the entire country 
and should give heart to all farmers everywhere. 

The decision against the constitutionality of the Lever Act 
will unshackle business and make it impossible for the Gov- 
ernment through that act to dominate business which should 
be controlled by the law of supply and demand and not by 
arbitrary acts of Congress. 

In the end, the Lever Act has done far more harm than 
good. Designed to control prices in time of war, it has been 
used unwisely and has done the consumers of the country 
infinitely more harm that it bas done good. 

These two decisions clear the way for great business im- 
provement in many directions. When to these decisions is 
added the bill for the relief of the railroads and the fact 
that the present Federal Reserve Board cannot much longer 
eompletely dominate the banks of the country, the time has 
come for every man to rejoice in the change, to take heart 
and go forward. 

ae eRe Cree ee 


ECONOMIC VOLCANIC ACTION. 


R. CHARLES S. KEITH, president and general manager 

of the Central Coal & Coke Co. of Kansas City, Mo., in 
the course of a letter referring to the deflation work which 
has been under progress, says: 

“There is just one difference between this and other post-war 
periods, that is, those in the saddle at the present time are 
endeavoring to accomplish within a few short years what the 
people of other post-war periods have taken one-fourth to one- 
half a century to do. In other words, they have sought to do by 
voleanic action what others have permitted to come about 
through normal operation of natural economic laws.” 


An Era Passes. 


HIS week marks the passing of an era. Under the ordi- 

nary constitutional processes, there passes from leader- 
ship of the Republic a coterie of men into whose keeping was 
confided the destinies of the nation in days of supreme stress. 
They were led in the intoxication of power to neglect of the 
vital domestic necessities of the nation; and they sought, by 
extraordinary use of the treaty authority, to reverse the cur- 
rents and goals of national purpose, overturn the national 
traditions and devote the energies and resources of the people 
to a hopeless experiment in world dictatorship or subordina- 
tion to foreign practices, as the case might be. They went 
into office with the huge reservoirs of national credit almost 
untouched. They leave office with the outgo pipes unplugged 
Billions, the expenditure of which need not be mourned, thes 
spent with glorious results. Other billions they wasted. They 
substituted intrigue for the more or less open diplomacy of 
the fathers. They loved their secret trades. They took office 
in one kind of world; they leave it in another kind. Their 
concepts and their theories, their modes of doing business, 
have been appraised and weighed in the balance. The result 
of their policies is envisaged in a continent which they made 
inert. They blundered or they slumbered. What they did that 
was good is written in the everlasting records of the race. 
The things that they did not do and the evil things they did 
do also are recorded in economic history. Idealism anid 
dreaming that take from men, women and children their 
bread and butter are not debatable as to merits. They sre 
inexcusable. The proponents of concealment may strut and 
swear before congressional committees and be applauded at 
a signal, but the whole people have rendered their verdict, 
in letters of fire, and there is no profane word coming from 
the mouth of any man that can change in one iota that verdict 
and its meaning. All is written, although kindly history may 
deal gently with the truth, touching with bold strokes of 
praise the real accomplishments and pressing but ever s0 
lightly on the pen of criticism. 


The whole world looks this week to Washington. On the 
shoulders of those assuming power the destinies, it is not too 
much to say, of civilized men depend. If form can be given 
to chaos; if the healing touch of common sense can transmit 
into hope the dull despair now unhappily so prevalent in all 
nations; if the talent of achievement can point the way 
whereby the crushing burdens of a supreme triumph may be 
made bearable; if by sternness there and mildness here the 
discipline of righteousness can be restored and the human 
mind returned again to the pursuit of normal purposes; if, 
in a word, the digestive process can be made to begin func- 
tioning, then may we on our knees thank Providence and in 
all humbleness be about our ploughing and our hoeing with 
sublime faith in the morrow. 

We see no evidence of exalted genius in the new authori- 
ties. The incoming Administration, on the whole, appeals as 
typically American—average American. We rejoice to say 
that there is lacking any evidence of super-brilliance. Matter- 
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